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Overview 

Congress  established  the  Advisory  Council  on  Social  Security  under  Section  706  of 
the  Social  Security  Act  to  conduct  a  financial  review  of  social  security,  including 
Medicare,  every  4  years.  In  September  1932,  the  Council  was  appointed  by  the 
Secretary  of  the  Department  of  Health  and  Human  Services  (DHHS)  to  recommend 
ways  to  avert  insolvency  in  the  Medicare  program.  According  to  a  news  release  by 
DHHS,  the  Hospital  Insurance  Trust  Fund  "should  remain  solvent  until  the  late 
1990's..."  (HHS  News,  March  31,  1936).  One  of  the  Council's  recommendations  to 
reduce  Medicare  expenditures  was  to  raise  the  age  of  eligibility  for  Medicare  from 
65  years  of  age  to  67.  The  eligibility  age  would  be  increased  by  3-month  increments 
each  year  beginning  January  1,  1985.  Beginning  January  1,  1989,  the  age  would 
increase  in  6-month  increments  until  age  67  is  reached  on  January  1,  1990.  After 
that,  the  Council  recommended  that  the  age  of  eligibility  should  be  indexed  to 
changes  in  life  expectancy. 

The  Council  noted  that  the  eligibility  age  of  65  years  for  social  security  benefits 
may  have  influenced  the  eligibility  age  for  Medicare.  However,  they  noted,  social 
security  beneficiaries  are  electing  reduced  benefits,  with  more  than  half  of  all 
beneficiaries  retiring  between  62  and  65  years  of  age.  Further,  the  average  life 
span  has  increased  by  more  than  3  years  since  Medicare  began  in  1966.  These 
two  factors  have  significantly  raised  the  proportion  of  retirees  to  workers.  These 
among  other  factors  prompted  legislation  to  increase  the  eligibility  age  for 
unreduced  social  security  benefits  from  age  65  to  67  beginning  with  the  year  2000 
(Public  Law  98-21,  the  Social  Security  Amendments  of  1983). 

This  paper  provides  data  relevant  to  raising  the  Medicare  eligibility  age  of  older 
beneficiaries.  It  presents  data  in  Table  1  comparing  the  use  of  and  reimbursement 
for  services  during  1932  by  Medicare  enroUees  65  and  66  years  of  age  to  that  of 
enroUees  57  and  63  years  and  to  all  aged  enrollees.  Table  2  shows  the  relative 
importance  for  all  aged  users  of  each  Medicare  benefit  in  terms  of  users  and 
reimbursement.  Table  3  compares  use  and  reimbursement  of  65-  and  66-year-olds  to 
67-  and  63-year-olds  by  type  of  service,  sex,  and  race.  This  paper  shows  the  extent 
to  which  65-  and  66-year-olds  use  health  services  and  reimbursements  compared  to 
beneficiaries  67-  and  63-year-olds. 

Medicare  enrollees  receive  reimbursements  (or  have  them  paid  on  their  behalf)  when 
they  file  claims  for  covered  charges  exceeding  the  applicable  Medicare  deductibles. 
Under  the  hospital  insurance  (HI)  program  (Part  A),  the  deductible  changes  yearly  to 
approximate  the  average  current  cost  of  1  day  in  a  hospital.     In  1982,  the  HI 
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deductible  for  each  benefit  period  was  $260.  A  benefit  period  starts  with  the  first 
day  of  hospitalization  and  ends  when  a  person  has  not  been  a  bed  patient  in  a  hospital 
or  skilled  nursing  facility  (SNF)  for  60  consecutive  days.  An  enroUee  may  have  an 
unlimited  number  of  benefit  periods.  After  hospitalization,  HI  pays  part  of  the 
inpatient  hospital  costs  and  related  health  services  provided  by  SNF's.  The  HI 
program  also  covers  services  provided  by  home  health  agencies  (HHA's).  Since  1982, 
the  supplementary  medical  insurance  (SMI)  deductible  has  been  the  first  $75  of 
covered  charges  incurred  during  each  calendar  year.  The  SMI  program  covers  a 
variety  of  medical  services  and  supplies  furnished  by  physicians  or  others  in 
connection  with  physicians'  services,  outpatient  services,  and  for  those  not  covered 
by  HI,  HHA  services. 

In  this  paper,  persons  exceeding  the  applicable  deductibles  are  called  "persons 
served."  Persons  using  no  services  or  using  services  not  exceeding  the  deductibles  are 
not  counted  as  persons  served.  The  denominator  used  in  computing  rates  is  the 
applicable  enrollment  totals. 

The  use  and  reimbursement  data  in  this  paper  were  derived  from  a  5-percent  sample 
of  the  aged  enrolled  population  and  their  claims  (Annual  Medicare  Program  Statistics, 
1932).  Counts  were  multipled  by  20  to  estimate  total  data. 

Findings 

In  1982,  there  were  26.6  million  aged  enrolled  in  Medicare  and  17.0  million  of  them 
used  reimbursed  services  (641  persons  served  per  1,000  enrolled).  Persons  65  and  66 
years  of  age  numbered  3.6  million  or  13.4  percent  of  the  aged.  Those  age  67  and  68 
were  nearly  as  numerous,  accounting  for  13.0  percent.  Both  groups  had  a  rate  of  575 
persons  served  per  1,000  enrolled.  Because  new  Medicare  enroUees  who  attain  age  65 
average  only  6  months  of  coverage  in  a  calendar  year,  we  might  expect  a  lower  use 
rate  for  this  group.  To  compensate  for  fewer  months  of  coverage,  some  of  these  new 
enroUees  may  have  been  able  to  delay  their  use  of  medical  services  until  Medicare 
coverage  began.  In  addition,  the  presence  among  those  65  years  of  age  of  disabled 
enroUees  and  enroUees  with  end-stage  renal  disease,  both  of  whom  were  eligible  for 
Medicare  prior  to  attaining  age  65,  would  raise  the  person  served  rate  of  the  65-  and 
66-year-olds.  These  persons  upon  attaining  age  65  continue  their  Medicare  coverage 
but  are  counted  among  the  aged.  Because  they  are  both  aged  and  severly  disabled, 
these  enroUees  probably  have  a  higher  person  served  rate  than  do  other  enroUees  65 
years  of  age.i/ 

Of  the  $41.5  billion  in  reimbursements  in  1982,  those  age  65  and  66  accounted  for  9.5 
percent  of  the  total  and  67-  and  68-year-olds,  10.1  percent.  Because  reimbursements 
per  person  served  rise  as  age  increases,  the  average  reimbursement  of  those  65  and 
66  years  of  age  ($1,919)  was  79  percent  of  that  for  all  aged  enroUees  ($2,439),  and  for 
those  67  and  63  years  old,  it  was  37  percent.  The  somewhat  lower  reimbursement  per 
person  served  of  65-  and  66-year-olds  compared  with  those  67  and  68  years  of  age 


y A  paper,  "Health  Care  Use  by  Medicare's  Disabled  EnroUees"  by  James  Lubitz  and 
Penelope  Pine,  in  press,  discusses  the  effect  of  raising  the  age  of  eligibility  of 
Medicare's  disabled  enroUees. 
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was  probably  due,  in  part,  to  the  newly  enrolled  aged  who  averaged  only  5  months  of 
coverage  in  1932.  However,  reimbursements  per  person  served  for  those  age  65 
(eligible  for  a  full  year  of  coverage)  were  $2,029,  only  2  percent  less  than  the 
comparable  figure,  $2,067,  for  67  year  olds.  This  relationship  held  for  the  major 
types  of  services.  For  example,  reimbursements  per  person  served  for  66-  and  67- 
year-olds  for  inpatient  hospital  services  were  $4,121  and  $4,125,  respectively. 
Reimbursements  for  physician  services  for  the  two  age  groups  were  $535  and  $596, 
respectively. 

As  shown  in  the  equation 

R/E  =  PS/E  X  R/PS 

reimbursement  per  enrollee  is  the  product  of  persons  served  per  enrollee  and 
reimbursement  per  person  served.  This  equation  serves  as  a  summary  measure  of  the 
rates  of  use  and  reimbursement.  The  average  reimbursement  per  enrollee  for  all 
aged  enrollees  was  $1,565.  The  comparable  figures  for  those  65  and  66  years  of  age 
were  $1,103,  and  for  those  67  and  68  years  of  age,  $1,210.  Those  age  65  and  66  had 
an  average  reimbursement  of  91  percent  of  that  for  those  age  67  and  68  years  old. 
Thus,  use  in  the  two  groups  is  very  similar. 

Before  comparing  those  age  65  and  66  years  old  with  those  age  67  and  68  by  type  of 
service,  sex,  and  race,  it  is  helpful  to  note  the  relative  proportion  of  each  Medicare 
service  in  terms  of  the  amount  reimbursed  (Table  2).  In  1982,  about  two-thirds  of  all 
reimbursements  for  the  aged  were  for  inpatient  hospital  services  and  nearly  25 
percent  of  reimbursements  were  for  physician  and  other  medical  services.  The 
remaining  services  accounted  for  only  8  percent  of  reimbursements. 

To  measure  differences  in  use  for  the  two  age  groups.  Table  3  presents  the  ratio  of 
persons  served  per  1,000  enrollees,  reimbursement  per  person  served,  and 
reimbursement  per  enrollee  of  those  age  65  and  66  years  to  those  57  and  68  years  of 
age.  For  example,  because  persons  served  per  1,000  enrolled  for  both  age  groups 
were  virtually  the  same,  575  per  1,000,  the  ratio  was  1.00.  A  ratio  of  less  than  1.00 
indicates  a  lower  user  rate  for  those  age  65  and  66  compared  with  those  age  67  and 
53  years,  and  a  ratio  of  more  than  1.00  indicates  a  higher  rate  for  65  and  66  year 
olds. 

As  previously  noted,  for  all  services  combined,  the  rate  of  persons  served  for  those 
age  65  and  66  per  1,000  enrolled  was  equal  to  that  of  those  age  67  and  68.  By  type  of 
service  there  was  small  variations.  The  user  rate  of  inpatient  services  of  those  age 
65  and  66  was  95  percent  of  that  for  those  age  67  and  58  years.  However,  for 
physician  services,  the  comparable  proportion  was  102  percent.  User  rates  of  males 
age  65  and  66  to  males  67  and  68  years  of  age  was  nearly  the  same  for  all  services. 
The  same  was  true  for  females.  Persons  other  than  white  races  for  the  two  age 
groups  had  similar  rates  for  person  served.  Because  white  persons  made  up  nearly  90 
percent  of  all  persons  served,  their  rates  were  not  shown  in  Table  3  as  they  differed 
only  slightly  from  the  total. 
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Reimbursements  per  person  served  were  somewhat  lower  for  those  65  and  66  years  of 
age  for  the  major  services,  and  by  sex  and  race.  Those  65  and  66  years  of  age  varied 
between  90  and  95  percent  of  those  age  67  and  63. 

Reimbursements  per  enrollee  for  those  age  65  and  66,  the  product  of  the  user  rate 
and  reimbursement  per  person  served,  were  also  at  least  90  percent  of 
reimbursements  for  those  age  67  and  63  for  the  major  services,  and  by  sex  and  race. 


Conclusion 

In  summary,  both  user  rates  and  reimbursements  per  person  served  for  those  age  65 
and  66  years  were  nearly  equal  to  those  persons  67  and  63.  This  relationship  was  true 
even  though  new  enroUees  who  attained  age  65  averaged  fewer  months  of  coverage 
than  older  enroUees.  Although  the  proposal  to  increase  the  age  of  Medicare 
entitlement  was  under  consideration,  a  provision  of  the  Tax  Equity  and  Fiscal 
Responsibility  Act  (TEFRA)  of  1982  has  lowered  Medicare  liability  of  the  working 
aged  65  through  69  years  of  age  and  their  spouses  age  65  through  69.  TEFRA, 
effective  January  1933,  requires  that  large  employers  must  offer  their  employees 
who  are  age  65  through  69  or  their  working  spouses  the  same  health  insurance 
coverage  as  their  younger  employees  and  makes  Medicare  the  secondary  payer  if  the 
employer  health  plan  does  not  pay  full  benefits.  In  this  manner,  Medicare  liabilities 
are  reduced  for  employed  aged  enroUees.  These  aged  employees  may  choose  to  join 
their  employers'  health  plans  if  they  wish. 

Standard  Error  Analysis 

Tables  are  available,  upon  request,  showing  approximate  standard  errors  for 
estimates  in  this  report.  The  standard  error  is  a  measure  of  sampling  variability;  that 
is,  the  random  variation  that  occurs  when  a  sample  is  used  to  estimate  population 
totals.  These  tables  indicate  the  order  of  magnitude  of  the  standard  errors  for 
specific  estimates.  In  general,  estimates  for  small  subgroups  and  percentages  or 
means  with  small  bases  tend  to  be  relatively  unreliable.  All  statements  in  this  paper 
comparing  sample  statistics  are  significant  at  the  5  percent  level. 
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Table  1 

Medicare  enrollees,  persons  served,  and  reimbursements,  by  age  group 

and  characteristic:  1982 


Persons  in  thousands,  reimbursements  in  millions 


Age   As  percent  of  total; 


Total 

65  and  66 

67  and  68 

65  and  66 

67  and  68 

Characteristic 

years 

years 

years 

years 

years 

Number  of  enrollees 

26,540 

3,560 

3,463 

13.4 

13.0 

Number  of  persons 
served 

17,023 

2,047 

1,986 

12.0 

11.7 

Persons  served  per 
1,000  enrolled 

641 

575 

574 

89.7 

89.5 

Reimbursements 

$41,526 

$3,927 

$4,189 

9.5 

10.1 

Reimbursements  per 
person  served 

2,439 

1,919 

2,109 

73.7 

36.5 

Reimbursements  per 
enrollee 

1,565 

1,103 

1,210 

70.5 

77.3 
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Table  2 

Persons  served  and  amount  reimbursed  for  aged  Medicare  enrollees,  1982 


Persons  served 

Reimbursement 

Number 

Amount 

Type  of  service 

thousands 

Percent 

in  millions 

Percent 

All  services  (HI  &/or  S?/II) 

17,023 

100.0 

$41,526 

100.0 

Hospital  insurance 

6,543 

38  .5 

29,214 

70.4 

Inpatient  hospital 

6,338 

37.2 

27,834 

67.0 

Skilled  nursing  facility 

244 

1.4 

338 

0.9 

Home  health  agency 

1,074 

6.3 

992 

2.4 

Supplementary  medical 

insurance 

16,807 

98.7 

12,311 

29.6 

Physician  and  other 

medical 

16,346 

96.0 

10,311 

24.3 

Outpatient 

7,465 

43.9 

1,982 

4.3 

Home  health  agency 

17 

0.1 

19 

0.0 

6 


Tibl*  1 

Mc<Uear«t  Oaa  and  rairaburwment  of  peraoai  6S  and  it  yaan,  and  CT  and  SS 
by  type  of  serriee,  ssz,  and  nee,  198t 


Hospital  insurance  Supplementary  medical  insurance        HI  i  SMI 

'^8®'  _  HI  and/or  Inpatient  Physician  (5^  tJora.rhealth 

sex,  and  race  SMI  Total!  hospital  Total2  and  other         patient  agancy 


65  and  66  575 

Males  543 

Females  601 
Other  than  white 

races  533 

67  and  68  574 

Males  550 

Females  593 
Other  than  white 

races  S38 


Persons  served  per  I, 


184  181  593 

197  194  564 

174  170  617 

178  172  561 


194  191  384 

207  204  561 

183  179  602 

18S  180  3SS 


enrolled 


569  262  17 

540  248  15 

593  273  18 

516  287  27 


565  266  20 

542  257  18 

533  273  22 

518  289  28 


Ratio  65  and  66:  67 

and  68  1.00 

Males  .  99 

Females  1.01 
Other  than  white 

races  . 99 


65  and  66  $1,919 

Males  2,206 

Females  1,702 
Other  than  white 

races  2,239 


.95 
.95 
.95 

.96 


$4,043 
4,146 
3,946 

4,808 


.95 
.95 
.95 

.96 


1.02 
1.01 
1.02 

1.01 


1.01 
1.00 
1.02 


1.00 


Reimbursement  per  person  served 


$4,015 
4,119 
3,914 

4,815 


$  648 

729 
588 

704 


$  553 
633 
494 

544 


.98 

.96 
1.00 

.99 


$  264 

278 
254 


392 


.85 
.83 
.82 

.96 


879 
865 
889 

991 


67  and  68  2,109 

Males  2,400 

Females  1,891 
Other  than  white 

races  2,386 


4,243 
4,349 
4,144 

5,056 


4,186 
4,298 
4,082 

4,993 


709 
792 
648 

747 


601 
682 
540 

579 


280 
290 
272 

392 


978 
1,008 
957 

1,081 


Ratio  65  and  66:  67 

and  68  .91 

Males  .92 

Females  .90 
Other  than  white 

races  .94 


.95  .96  .91 

.95  .96  .92 

.95  .96  .91 

.95  .96  .94 


.92  .94  .90 

.93  .95  .86 

.91  .93  .93 

.94  1.00  .92 


Reimbursement  per  enroUee 

65  and  66                      $1,103             $    745            $    727               $  385               $315  $    69  $  15 

Males                        1,199                 817                800                 411                 343  69  13 

Females  1,023  685  666  363  293  69  16 
Other  than  white 

races             .          1,193                 857               827                 395                 281  113  27 


67  and  68  1,210 

Males  1,320 

Females  1,121 
Other  than  white 

races  1,284 


821  798  414 

900  878  444 

757  732  390 

935  898  414 


339  74  20 

370  75  18 

315  74  21 

300  113  30 


Ratio  65  and  66:  67 

and  68  .91 

Males  .91 

Females  .91 
Other  than  white 

races  .93 


.91 
.91 
.90 

.92 


.91 
.91 
.91 

.92 


.93 
.93 
.93 

.95 


.93 
.93 
.93 

.94 


.93 
.92 
.93 

1.00 


.75 
.72 
.78 

.90 


^  Includes  siciUed  nursing  facility  and  home  health  agency  services. 
2  Includes  home  health  agency  services. 
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